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AGENDA 


4:00  -  4:30P  Welcome  and  Keynote  Remarks 

Scott  Harshbarger 
Attorney  General 


4:30  -  5:15P 


Panel  Discussion:  Building  and  Sustaining 
an  Effective  Board 


•Board  Membership  and  Structure 
•Duty  to  Govern 
•Conflict  of  Interest 

Moderator:  Richard  C  Allen 

Chief,  Public  Charities  Division 

Panelists:      Melinda  G.  Marble 

Vice  President  for  Program 
Boston  Foundation 


Fernando  Menendez 
Burgess  Urban  Fund 
Episcopal  City  Mission 

Johanna  Soris 

Assistant  Attorney  General 

Public  Charities  Division 


5:15  -  5:30P  Question  &  Answer  Period 

Facilitator:   Scott  Harshbarger 
Attorney  General 


5:30  -  5:50P  Break 


5:50  -  6:40P  Panel  Discussion:  More  Tough  Dilemmas 

•Balance  of  Power  Between  Board  and  Staff 
•Compensation  and  Evaluation 
•Staff  Hiring,  Sustaining,  Firing 

Moderator:  Richard  C  Allen 

Chief,  Public  Charities  Division 

Panelists:      Paula  Swilling  Two  Feathers 
Senior  Consultant 
The  Support  Center  of  Massachusetts 

Craig  J.  Dutra 

President 

United  Way  of  Greater  New  Bedford 


6:40  -  6:55P  Question  &  Answer  Period 

Facilitator:   Scott  Harshbarger 
Attorney  General 


6:55  -  7:00P  Summation  &  Closing  Remarks 

Scott  Harshbarger 
Attorney  General 
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Donating  Do's  and  Don'ts 


Scott  Harshbarger 
Attorney  Gei^eral 

(617)727-2200 


Most  charities  are  reputable  and  worthy  of  your  financial  support.  Chari- 
table fundraising  is  a  big  business  these  days,  however,  and  just  like  any  big 
business,  it  has  its  share  of  questionable  operators.  With  today's  economy, 
it's  more  important  than  ever  to  make  your  donations  carefully.  Follow  the  tips 
outlined  here  before  making  a  donation. 


DO  know  your  charity.  Never  give  to  a  charity  you  know  nothing  about.  Ask  tor 
printed  materials  which  clearly  and  specifically  state: 

Q  the  name,  address  and  telephone  number  of  the  charity; 

□  a  specific  description  of  how  and  where  the  charitable  funds  will  be 
used; 

□  whether  your  donation  is  tax  deductible  as  a  charitable  contribution 
and 

Q  the  name,  address  and  telephone  number  of  the  professional  fund- 
raiser, if  any,  the  charity  uses. 


DO  find  out  where  your  money  goes. 

Q  Ask  how  much  of  the  money  goes  to  the  charity;  a  paid  fundraiser 
may  be  involved. 

□  Beware  of  statements  such  as  "all  proceeds  go  to  charity;"  the  "pro- 
ceeds" may  not  be  very  much  after  expenses  are  deducted. 

Q  Ask  for  financial  statements  which  tell  you  how  much  of  your  charity 
dollar  goes  to  fundraising  or  administrative  and  general  expenses, 
and  how  much  is  left  for  the  program  you  want  to  support. 


DO  verify  the  information  given. 

□  Call  the  Division  of  Public  Charities  at  the  Attorney  General's  Office 
in  Boston  (617-727-2200),  or  call  the  Attorney  General's  Office  in 
Springfield  (413-784-1240),  to  find  out  if  the  charity  and  its  fund- 
raiser are  registered  to  operate  in  the  Commonwealth.  The  Attorney 
General  does  not  endorse  specific  charities  but  does  collect  financial 
information  which  is  available  for  public  inspection  upon  request. 

□  Call  your  local  police  department;  some  require  organizations  to  regis- 
ter before  soliciting;  they  may  be  able  to  tell  you  if  they  have  received 
complaints  about  the  solicitation. 

□  Call  the  beneficiaries  of  the  charitable  funds-local  schools,  shelters, 
workshops,  etc.  Find  out  whether  they  are  aware  of  the  solicitation  and 
have  authorized  the  use  of  their  names. 


DO  keep  records,  especially  receipts  and  cancelled  checks,  in  case  you  have  a 
complaint  later.  They  also  come  in  handy  when  you  file  your  income  tax  returns. 


DONT  be  fooled  by  a  name.  Some  phony  charities,  including  for-profit  com- 
panies, have  sympathetic  sounding  names,  or  names  that  closely  resemble 
those  of  respected,  legitimate  charities. 


DONT  fall  for  a  "sob  story."  The  hard  luck  tale  is  a  favorite  ploy  of  the  phony 
operator.  A  legitimate  charity  will  tell  you  how  it's  using  your  money  to  make  a 
difference  for  the  better. 


DONT  succumb  to  pressure.  Take  time  to  decide.  The  need  is  always  there; 
make  sure  the  organization  will  be  there,  too. 


DONT  pay  by  cash.  Pay  by  check,  and  make  it  out  to  the  charity  (use  its  full 
name;  dont  use  initials),  not  the  fundraiser.  Never  give  vour  credit  card  number 
to  a  fundraiser  over  the  telephone.  If  the  fundraiser  comes  to  your  door,  always 
ask  to  see  identification.  Better  yet,  mail  your  check  directly  to  the  charity. 


DONT  be  lured  by  "goodies."  Household  products  and  tickets  to  shows 
can  be  legitimate  fundraising  tools,  but  they  do  add  extra  costs.  If  you  receive 
unordered  items  in  the  mail,  don't  feel  obligated  to  make  a  donation.  It's 
against  the  law  to  demand  payment  for  unordered  merchandise.  Watch  out  for 
sweepstakes  as  well;  you  may  end  up  "winning"  very  little  or  something  you 
don't  want. 


If  you  want  to  find  out  if  a  charity  is  registered  in  Massachusetts,  call  the 
Attorney  General's  Office: 

Boston:  Springfield: 

Division  of  Public  Charities  (41 3)  784-1 240 

(617)727-2200 
Or  call  your  local  Better  Business  Bureau. 

If  you  want  to  obtain  more  information  about  a  national  charity,  contact: 

The  Council  of  Better  Business  Bureaus' 
Philanthropic  Advisory  Service 
4200  Wilson  Boulevard 
Arlington,  VA  22203-1804 
(703)276-0100; 

The  National  Charities  Information  Bureau 

1 9  Union  Square  West 

Department  FT 

New  York,  NY  10003-3395 

(21 2)929-6300 


November  1992 


ATTORNEY  GENERAL'S  GUIDE  FOR 
CHARITIES  WHO  FUNDRAISE  FROM  THE  PUBLIC 

Many  charitable  organizations  raise  funds  from  the  public. 
In  addition,  many  organizations  which  are  otherwise  not 
charities  raise  funds  from  the  public  for  charitable  causes  and 
are  subject  to  Massachusetts  laws  governing  charitable 
solicitation.   It  is  important  to  the  public,  to  charities  in 
general,  to  the  particular  fundraising  organization,  and  to  the 
intended  beneficiaries  of  the  donated  funds  that  such 
fundraising  occur  smoothly,  efficiently  and  honestly. 

While  some  charities  can  afford  to  employ  full  time 
fundraising  personnel,  others  use  volunteers  to  conduct 
fundraisers.   Still  other  charities  and  non-profits  hire 
professional  solicitors.   (For  the  sake  of  brevity,  in  this 
guide  references  to  charities  are  intended  to  include 
noncharitable  organizations,  such  as  unions  or  fraternal  or 
civic  organizations,  when  they  solicit  funds  for  charitable 
purposes.)   Whatever  the  method  of  fundraising,  a  charity  must 
keep  in  mind  at  all  times  that  its  good  name  is  its  most 
important  and  valuable  asset.   In  fact,  this  is  so  important 
that  under  Massachusetts  law,  a  charity's  name  may  not  be  used 
in  a  fundraising  by  another  person  or  entity  without  the 
charity's  permission. 

The  success  of  a  fundraising  campaign  or  event  will  be  due 
in  large  part  to  the  sense  of  trust  that  prospective  donors 
place  in  the  charitable  organization.   They  trust  that  the 
charitable  organization  will  raise  the  funds  without  excessive 
fundraising  expenses,  that  the  organization  will  use  the 
donated  funds  for  the  purposes  for  which  they  were  solicited, 
and  that  the  charity  will  operate  efficiently  without  wasteful 
administrative  costs.   Charities  must  continually  work  hard  to 
earn  this  trust,  no  less  during  fundraising  than  at  all  other 
times.   Unfortunately,  without  careful  attention  by  the 
charity,  its  fundraising  campaign  can  fail  to  measure  up  to 
this  responsibility.   The  result  can  be  serious  harm  to  the 
public  and  to  the  charity  itself. 

This  guide  is  provided  to  help  fundraising  charities 
anticipate  potential  problem  areas  and  take  steps  to  avoid 
them.   By  avoiding  problem  areas  in  fundraising,  charities  can 
enhance  rather  than  undermine  the  public's  trust.   Charities 
who  do  not  fundraise  carefully  will  risk  bad  publicity  and 
damage  to  their  reputation,  as  well  as  eventual  loss  of  income 
and,  if  law  violations  occurred,  legal  action  by  this  office. 
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This  guide  discusses  the  fundraising  campaign  in  four 
sections:  (1)  planning  a  fundraiser;  (2)  beginning  the 
fundraiser;  (3)  conducting  the  fundraiser;  and  (4)  concluding 
the  fundraiser. 

1.   Planning  a  Fundraiser 

When  planning  a  fundraiser,  charities  should  consider 
taking  the  following  steps: 

*  Set  your  goals  for  the  fundraiser.   Be  specific  about 
issues  such  as  how  much  money  you  wish  to  raise,  the  type 
of  fundraiser  you  wish  to  hold,  the  duration  of  the 
campaign,  and  the  purpose  for  which  you  wish  to  hold  the 
fundraiser.   All  people  involved  in  the  fundraiser,  or  in 
the  organization  if  possible,  should  participate  in  setting 
and  clearly  understand  these  goals. 

*  Be  sure  that  your  organization  is  registered  and  current 
in  its  filings  with  the  Division  of  Public  Charities, 
Office  of  the  Attorney  General,  as  required  by 
Massachusetts  General  law.   (PLEASE  NOTE:  organizations 
which  are  otherwise  not  charities  but  raise  funds  from  the 
public  for  charitable  causes  must  register  as  charitable 
organizations.)   If  you  have  questions  about  your 
organization's  filing  status  or  would  like  a  copy  of  our 
two  general  guides  ("Questions  Commonly  Asked"  and  "Guide 
to  the  Registration  and  Filing  Requirements  of  the  Division 
of  Public  Charities") ,  call  or  write  the  Division  of  Public 
Charities  or  stop  by  the  office  during  business  hours: 

Division  of  Public  Charities 

Office  of  the  Attorney  General 

One  Ashburton  Place,  14th  Floor,  Room  1413 

Boston,  MA  02108 

Tel.  (617)  727-2200,  ext.  2101 

Springfield  office  (413)  784-1240 

*  Some  charities  turn  to  professional  solicitors  to  help 
them  raise  money.   Charities  who  use  paid  solicitors  must 
be  very  careful  in  entering  into  such  arrangements,  because 
they  are  authorizing  an  outside  entity  to  represent  them  to 
the  public.   If  problems  arise  in  the  fundraising,  the 
charity  will  suffer.   If  high  fundraising  costs  are 
involved,  potential  donors  as  well  as  the  general  public 
will  be  very  concerned.   Also,  some  solicitors  can  be 
overzealous  in  an  attempt  to  raise  funds  from  the  public, 
leading  to  misrepresentations  made  in  the  charity's  name, 
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for  which  the  charity  as  well  as  the  solicitor  is  legally 
accountable. 

*  If  your  organization  is  considering  hiring  a 
professional  solicitor,  get  information  from  a  number  of 
solicitors.   Beware  of  the  solicitor  who  promises  something 
for  nothing  or  "easy  money".   In  order  to  make  sure  that 
the  organization  is  receiving  the  best  possible  deal, 
financial  or  otherwise,  the  organization  should  survey 
several  different  fundraising  organizations  to  determine 
not  only  which  solicitor  will  give  them  the  best  financial 
deal,  but  also  to  see  which  method  of  fundraising  will  best 
suit  their  needs.   For  example,  get  bids  from  solicitors, 
have  a  frank  discussion  with  solicitors  about  how  much 
money  is  expected  to  be  raised  during  the  campaign,  ask  for 
a  good  faith  estimate  of  expenses,  demand  frequent 
accountings,  and  make  clear  that  the  charity  will  control 
the  solicitor,  not  the  other  way  around.   The  Attorney 
General's  Report  on  Charitable  Fundraising,  which  provides 
financial  data  regarding  the  track  records  of  professional 
solicitors  registered  with  the  Division  of  Public 
Charities,  is  a  valuable  source  of  information  for 
organizations  which  intend  to  hire  a  professional  solicitor, 

*  The  same  caveats  generally  apply  when  a  store  or  other 
commercial  business  advertises  that  a  portion  of  the 
purchase  price  of  the  business'  products  or  services  will 
go  to  your  organization  (under  the  law,  this  arrangement  is 
a  commercial  co-venture) .   Find  out  whether  your 
organization  is  getting  a  good  deal  for  the  amount  of 
revenues  it  expects  to  raise,  get  frequent  accountings,  and 
make  sure  the  charity  maintains  overall  control  of  the 
campaign.  And  again,  no  one  can  use  your  organization's 
name  in  this  way  without  the  organization's  written 
permission. 

*  Make  sure  that  the  professional  solicitor  or  commercial 
co-venturer  you  engage  to  fundraise  in  Massachusetts  is 
registered  and  bonded  with  the  Attorney  General's  Office, 
as  required  by  law.   These  registration  records  are 
available  for  public  inspection,  and  are  an  excellent 
source  of  information  for  charities.   They  include  the 
amount  of  revenues  raised  and  fees  charged  in  previous 
campaigns,  if  any,  and  the  names  of  other  charities  who 
have  dealt  with  them  and  may  be  able  to  provide 
references.   Contact  the  Division  of  Public  Charities, 
Office  of  the  Attorney  General,  in  Boston  (617-727-2200)  or 
call  the  Attorney  General's  Office  in  Springfield 
(413-784-1240)  to  find  out  more  information. 
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*  If  you  choose  a  raffle  or  Las  Vegas  night  as  the  method 
of  fundraising,  make  sure  that  you  clearly  understand  the 
law  in  Massachusetts  relating  to  these  types  of 
fundraisers.   Some  key  components  of  the  law  are  that  the 
sponsoring  organization  must  be  a  non-profit  organization 
which  has  been  in  existence  for  a  minimum  of  two  years. 
The  organization  must  apply  for  a  permit  to  the  clerk  in 
the  city  or  town  in  which  the  raffle  or  Las  Vegas  night 
will  be  held.   Volunteers  from  the  organization,  not 
professional  gaming  operators,  must  conduct  the  Las  Vegas 
night  games.   (If  you  would  like  a  copy  of  our  Guide, 
"Questions  and  Answers  on  Nonprofit  Gaming  Events,"  contact 
the  Division  of  Public  Charities.) 

2.   Beginning  the  Campaign 

In  beginning  the  fundraiser,  the  organization  will  want  to 
make  sure  that  all  parties  involved  are  fully  prepared  to 
handle  many  different  responsibilities.   The  following  are 
especially  important. 

*  All  people  who  will  be  directly  contacting  the  public  as 
representatives  of  the  charity,  whether  they  are  volunteers 
or  professionals,  should  be  thoroughly  trained  as  to  how 
the  charity  would  like  to  be  represented  to  the  public.   In 
the  case  of  telephone  solicitations,  the  charity  should 
prepare  or  approve  a  script.   They  may  also  want  to 
anticipate  potential  questions  that  the  public  may  ask  of 
the  callers,  and  prepare  responses  for  the  callers,  so  that 
the  callers  are  not  left  to  answer  questions  on  their  own. 

*  The  charity  should  review  and  authorize  all  material 
that  is  presented  to  the  public  in  its  name.   In  the  case 
of  a  mailing,  the  charity  should  approve  the  actual 
material  to  be  sent  out;  in  the  case  of  telephone 
solicitation,  the  charity  should  prepare  or  review  the 
script.   When  the  charity  authorizes  the  material,  it 
should  verify  that  all  information  being  presented  to  the 
public  is  an  accurate  portrayal  of  the  charity  and  its 
program,  including  representations  as  to  the  tax  benefits 
of  a  donation.   The  charity  must  be  certain  that  the  public 
is  not  being  misled  in  any  way. 

*  If  canisters  are  being  used  as  a  method  of  fundraising, 
the  label  should  clearly  state  the  name  of  the  charity 
which  will  benefit  from  the  proceeds,  as  well  as  the 
address  and  phone  number  of  the  charity.   Furthermore,  if  a 
professional  solicitor  —  in  this  case  someone  who  places 
and  maintains  the  canisters  in  exchange  for  a  portion  of 
the  proceeds  —  is  handling  the  canisters,  the  label  must 
clearly  state  that  a  professional  solicitor  is  involved. 
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*  Contracts  are  perhaps  the  most  important  aspect  of  a 
fundraising  campaign  involving  a  professional  fundraiser 
because  they  are  the  legal  description  of  the  relationship 
between  the  fundraiser  and  the  charity.     BE  SURE  that  you 
understand  the  terms  of  the  contract  before  you  sign  it. 
It  should  be  reviewed  with  an  attorney  if  at  all  possible. 
Contracts  should  do  all  of  the  following. 

Contracts  should  be  extremely  clear  and 
understandable.   Do  not  dismiss  a  paragraph  that  you 
do  not  understand  because  of  "legal  jargon." 

Contracts  should  spell  out  the  responsibilities  of 
each  party;  even  the  smallest  detail  should  not  be 
left  up  to  later  discussion.   For  example,  some 
fundraisers  solicit  funds  by  asking  people  to  purchase 
tickets  to  an  event,  with  the  representation  that  in 
turn  the  tickets  will  be  donated  so  that  disadvantaged 
children  can  go  to  an  event.   In  this  situation,  the 
contract  should  clearly  specify  which  party,  the 
fundraiser  or  the  charity,  will  be  responsible  for 
getting  commitments  from  individuals  or  organizations 
who  are  willing  to  accept  them,  and  for  distributing 
the  donated  tickets. 

Contracts  should  carefully  delineate  the  financial 
transaction  responsibilities  of  the  charity,  such  as 
who  will  be  responsible  for  various  expenses,  who  will 
be  in  charge  of  the  incoming  funds,  will  the 
fundraiser  give  periodic  status  reports  to  the 
charity,  how  will  both  the  charity  and  the  fundraiser 
receive  their  compensation,  and  so  on. 

Contracts  should  carefully  spell  out  who  will,  for 
the  future,  own  the  list  of  donors  who  give  to  the 
charity.   If  the  charity  owns  the  list,  will  the 
fundraiser  have  a  right  to  use  the  list  in  future 
fundraising?   If  the  fundraiser  owns  the  list,  will 
the  charity  have  a  right  to  give  a  copy  to  another 
fundraiser  for  a  future  campaign?   Donor  lists  are  a 
very  valuable  commodity.   Does  the  contract  provide 
for  sufficient  compensation  for  the  charity?   Again, 
leave  nothing  to  chance. 

3 .   Conducting  the  Fundraiser 

The  actual  campaign  is  perhaps  the  most  important  period  of 
a  fundraiser;  this  is  often  the  time  of  greatest  exposure  to 
the  public  a  charity  will  ever  have.   Even  in  the  case  where  a 
professional  solicitor  is  used,  the  charity's  responsibilities 
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do  not  end  once  the  contract  has  been  signed.   As  mentioned 
earlier,  charities  are  responsible  for  actions  taken  on  their 
behalf.   Thus,  both  charities  who  use  professional  solicitors 
and  those  who  do  not  will  want  to  be  sure  to  do  the  following 
during  the  actual  campaign: 

*  In  a  case  of  telephone  solicitation,  the  charity  should 
closely  monitor  the  callers  to  make  sure  that  they  are 
following  the  script.   Especially  when  a  professional 
solicitor  is  making  the  calls,  the  charity  should  know  from 
where  the  calls  are  being  made,  and  should  pay  several 
visits  to  monitor  the  calls  make  sure  that  scripts  are 
accurately  being  followed.   Another  method  for  monitoring 
is  to  call  back  at  random  some  people  who  the  solicitor  has 
called,  to  make  sure  what  was  said.   Remember  that  under 
Massachusetts  law,  professional  solicitors  must  disclose 
their  status  as  such  to  donors  during  the  telephone 
solicitation. 

*  When  donated  tickets  to  an  event  are  solicited,  the 
charity  should  closely  monitor  the  solicitation  so  that  no 
more  donated  tickets  are  solicited  than  the  amount  of 
ticket  commitments  or  the  seating  capacity  allow. 

*  Closely  monitor  money  movement  and  intake.   Ideally  the 
charity  will  receive  the  donations  and  be  the  one  to  make 
all  deposits  and  withdrawals.   However,  if  a  professional 
solicitor  is  in  charge  of  this  aspect  of  the  campaign,  the 
charity  should  receive  regular  accountings,  perhaps  weekly, 
of  all  income  and  expenses.   All  donor  checks  should  be 
made  out  to  the  charity,  not  the  solicitor,  and  the  charity 
should  not  delegate  to  the  solicitor  the  authority  to 
endorse  the  checks. 

*  Charities  should  carefully  track  any  complaints  received 
from  members  of  the  public.   If  a  pattern  develops,  the 
charity  may  want  to  review  the  area  which  is  causing 
confusion  or  concern  to  the  public.   A  special  note  of 
caution  here:  there  are  for-profit  businesses  which  try  to 
sell  their  products  by  misleading  prospective  purchasers 
into  thinking  that  the  proceeds  will  be  used  for  charitable 
purposes.   Aside  from  being  illegal,  these  deceptive 
practices  harm  legitimate  charities  and  erode  the  public's 
trust  in  charitable  organizations  in  general.   Whenever  you 
or  your  organization  become  aware  that  a  non-charity  is 
using  a  charitable  appeal,  report  it  to  the  Attorney 
General's  Office. 
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4.   Concluding  the  Fundraiser 

The  charity's  responsibility  to  the  public  does  not  end 
once  the  actual  solicitation  has  concluded.   It  is  the 
responsibility  of  the  charity  to  take  the  following  steps  once 
the  campaign  is  completed: 

*  The  charity  should  conduct  a  full  accounting  of  all 
income  and  expenses.   The  charity  will  have  to  report  this 
information  to  the  Division  of  Public  Charities  in  their 
annual  financial  filing.   In  addition,  for  those  charities 
who  hired  professional  solicitors,  the  professional 
solicitors  are  responsible  for  accounting  to  the  Division 
of  Public  Charities  on  our  Form  11A.   Charities  are 
required  to  sign  this  document  to  verify  the  figures 
presented  by  the  fundraiser.   Thus,  charities  should  be 
certain  that  the  figures  presented  by  the  solicitors  are 
accurate. 

*  The  charity  is  also  responsible  for  making  sure  that  the 
proceeds  are  used  for  the  purposes  for  which  they  were 
raised.   Thus,  if  donors  were  told  that  their  contributions 
would  be  used  for  scholarships  in  the  local  schools,  then 
they  must  be  used  for  such  scholarships,  and  not  for  a 
different  charitable  purpose. 


***** 

Raising  money  from  the  public  for  charitable  purposes  is  a 
solemn  responsibility.   The  public  believes  that  charitable 
organizations  will  do  what  they  claim  they  will  do  with  the 
charitable  donations.   In  turn,  charitable  organizations  rely 
upon  that  belief  to  generate  donations  which  fund  programs. 
Unfortunately,  this  trust  can  be  broken  by  problems  which  arise 
during  fundraising. 

Charities  who  closely  monitor  campaigns  and  carefully 
research  professional  fundraisers  can  avoid  these  pitfalls.   As 
a  result,  the  charity  should  experience  a  fundraising  campaign 
that  not  only  is  financially  successful  but  also  enhances  the 
organization's  reputation  with  the  public. 
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Often  bombarded  with  requests  for  charitable  contributions, 
donors  want  to  know  what  happens  to  their  charitable  gifts. 
They  want  to  make  sure  that  their  donations  are  actually  used 
for  the  charitable  purposes  they  intended.   This  report  is 
designed  to  help  Massachusetts  citizens  ask  the  right  questions 
so  they  can  make  informed  decisions  about  charitable  giving. 

Increasingly,  charities  are  paying  professional 
fundraisers — solicitors,  who  appeal  for  donations  on  behalf  of 
the  charity,  and  fundraising  counsel,  who  help  charities 
develop  their  fundraising  programs — to  assist  them  in  raising 
money.   In  recent  years,  the  number  of  professional  fundraising 
organizations  operating  in  Massachusetts  has  risen 
dramatically.   In  1981,  the  Division  of  Public  Charities  at  the 
Office  of  the  Attorney  General  had  39  professional  fundraisers  . 
registered  to  do  business  in  Massachusetts.   Currently,  in 
1993,  194  professional  fundraisers  are  registered,  including  66 
solicitors. 

This  report  explains  how  charitable  fundraising  works, 
including  the  role  that  professional  fundraisers  play,  and 
includes  a  survey  of  the  financial  results  of  158  charitable 
fundraising  campaigns  reported  by  professional  solicitors  in 
1992.   The  report  consists  of  five  parts:  (a)  Charities  and 
Fundraising;  (b)  Fundraising  Methods;  (c)  Informed  Giving;  (d) 
Sources  of  Information;  and  (e)  Survey  of  1992  Solicitation 
Campaigns. 

As  set  forth  in  detail  in  Part  E  of  this  report,  the  survey 
of  fundraising  campaigns  conducted  in  Massachusetts  in  1992 
yielded  the  following  information: 


a)  On  average,  the  organizations  received  28.9%  of 
the  money  raised,  after  the  expense  of  fundraising  was 
deducted ; 

b)  Of  the  158  campaigns  reported,  12%  of  the 
charities  received  over  50%  of  the  gross  revenue; 


c)  23.4%  of  the  charities  received  between  31  and  50% 
of  the  gross  revenue; 

d)  23.4%  of  the  charities  received  between  21  and  30% 
of  the  gross  revenue; 

e)  26.6%  of  the  charities  received  between  11  and  20% 
of  the  gross  revenue; 

f)  14.6%  of  the  charities  received  10%  or  less  of  the 
gross  revenue. 


[See  graph  below] 
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A.   Charities  and  Fundraising 

We  all  have  a  stake  in  ensuring  the  successful  future  of 
charitable  organizations.   Charitable  non-profit  organizations 
provide  many  diverse  services  to  the  public,  ranging  from 
housing  the  homeless  to  conducting  medical  research.   Often, 
these  services  would  not  otherwise  be  available.   Charities 
also  affect  the  lives  of  all  of  us,  either  directly  or 
indirectly.   For  example,  we  all  indirectly  benefit  from  the 
many  research  foundations  whose  collective  goal  is  to  advance 
medical  technology  or  improve  the  quality  of  life.   In 
addition,  virtually  everyone,  at  some  time  in  their  lives,  has 
directly  benefitted  from  the  services  provided  by  hospitals, 
another  type  of  charitable  institution. 

Charitable  giving,  especially  by  individuals,  is  often  the 
only  support  charitable  organizations  receive.   According  to 
the  American  Association  of  Fundraising  Counsel  Trust  for 
Philanthropy,  Americans  gave  $124.31  billion  dollars  to 
charitable  organizations  in  1992.   Of  that  amount,  $101.83 
billion,  or  81.9%,  came  from  individuals;   in  addition,  $8.33 
billion  or  6.7%  came  from  foundations,  $6  billion  or  4.8%  from 
corporations,  and  $8.15  or  6.6%  from  bequests. 

In  tough  economic  times,  when  government  cannot  meet  the 
needs  of  all  who  require  its  assistance,  charitable 
organizations  depend  heavily  on  individual  donors.   Many  people 
understand  these  needs  of  charities.   They  believe,  correctly, 
that  making  a  donation  is  one  way  to  provide  assistance  to 
those  less  fortunate  or  to  promote  the  advancement  of  an 
important  cause.   In  addition,  charitable  giving  allows  us  to 
establish  a  sense  of  community — the  feeling  that  we,  as 
individuals,  have  contributed  to  the  betterment  of  society  as  a 
whole. 

Charities  use  fundraising  not  only  as  a  means  of  raising 
funds,  but  also  to  gain  name  recognition,  to  educate  the  public 
about  their  causes  and  the  services  they  provide,  and  to 
increase  their  membership  and  volunteer  base.   While  some 
charities  use  volunteers  or  paid  staff  members  to  conduct  their 
solicitations,  other  charities  find  the  use  of  professional 
solicitors — independent  entities  which  conduct  the  actual 
fundraising  campaign  for  a  fee  or  percentage  of  the  money 
raised — a  more  effective  way  to  raise  funds  while  getting  their 
messages  out  to  the  public.   In  addition,  charities,  especially 
smaller  charities,  may  not  have  their  own  staff  or  volunteer 
resources  for  raising  funds.   Employing  the  use  of  a 
professional  solicitor,  and  paying  the  solicitor  out  of  the 
funds  that  are  donated  in  response  to  the  solicitor's  work,  is 
viewed  by  some  charities  as  the  only  realistic  way  of 
disseminating  information  about  their  causes  and  raising 
funds  necessary  to  carry  out  their  purposes.   The  use  of 


professional  solicitors,  however,  remains  the  exception  rather 
than  the  rule. 

Professional  solicitors  are  generally  for-profit 
organizations  which  specialize  in  raising  funds.   They  make 
money  by  either  charging  a  flat  fee  or  by  keeping  a  percentage 
of  the  donations.   The  use  of  a  professional  solicitor  does  not 
necessarily  indicate  that  too  much  money  is  being  spent  on 
fundraising,  as  many  larger  charities  hire  permanent  employees 
to  conduct  their  fundraising.   Thus,  charities  who  do  not  hire 
professional  solicitors  may  have  costs  similar  to  those  that 
do.   More  information  concerning  the  cost  of  using  a 
professional  solicitor  is  contained  in  Section  E. 

People  often  ask  the  Division  of  Public  Charities  why  there 
is  no  law  which  limits  the  amount  kept  by  the  fundraiser. 
Although  there  used  to  be  such  a  law,  the  Commonwealth  can  no 
longer  set  limits  on  the  amount  of  contributions  retained  by 
fundraisers  because,  in  1988,  the  United  States  Supreme  Court 
ruled,  in  Rilev  v.  National  Federation  of  Blind,  that  states 
cannot  prescribe  the  percentage  of  funds  a  charity  spends  on 
its  fundraising.   The  Supreme  Court  reasoned  that  fundraising 
often  involves  education,  awareness  programs,  and  similar 
activities,  making  it  difficult  to  separate  the  educational 
costs  from  the  fundraising  costs.   Thus,  the  Supreme  Court  held 
that  imposing  a  limit  on  the  costs  of  fundraising  would 
infringe  upon  the  ability  of  charities  to  engage  in  free  speech. 

Massachusetts  does  have  a  law,  however,  which  requires  that 
professional  solicitors  disclose  their  professional  fundraising 
status  and  which  prohibits  deception  in  charitable 
fundraising.   This  law  is  known  as  the  Charitable  Solicitation 
Act  (chapter  68  of  the  General  Laws) ,  and  it  regulates  other 
aspects  of  charitable  fundraising  as  well.   As  a  practical 
matter,  however,  the  burden  is  still  often  placed  on  donors  to 
inquire  of  professional  fundraisers  what  percentage  of  their 
donations  will  go  to  the  charity. 

The  Division  of  Public  Charities  regularly  receives 
complaints  from  members  of  the  public  who  have  been  contacted 
by  professional  solicitors.   If  the  Division  of  Public 
Charities  determines  that  the  Charitable  Solicitation  Act  has 
been  violated,  it  brings  suit  against  the  professional 
solicitor  and  the  organization  who  retained  it. 

B.   Fundraising  Methods 

There  are  a  number  of  different  fundraising  methods  used  by 
both  professional  solicitors  and  charitable  organizations.   The 
most  common  methods  are  telemarketing,  direct  mail, 
entertainment  events,  door-to-door  solicitation,  raffles,  Las 
Vegas  nights,  sweepstakes,  and  collection  canisters  (or  "honor 


boxes") .   The  following  paragraphs  briefly  describe  how  each 
fundraising  method  works. 

Telemarketing  involves  telephoning  members  of  the 
organization  or  the  general  public — "cold  calling" — to  request 
a  charitable  contribution.   Sometimes  telemarketers  offer  a 
product  in  exchange  for  a  donation  as  an  incentive  to  give. 
This  often  reduces  the  amount  of  the  donation  which  the  charity 
will  receive.   Telemarketers  may  be  volunteers,  or  they  may  be 
employees  of  the  charity  or  professional  solicitor. 
Individuals  who  agree  to  make  donations  are  generally  asked  to 
mail  in  a  donation,  although  some  charities  and  fundraisers 
send  couriers  to  pick  up  the  donations.   As  with  any  type  of 
fundraising,  donors  should  ask  questions  about  the  organization 
and  the  fundraising  campaign.   A  list  of  questions  to  help  in 
making  an  informed  decision  is  provided  in  the  next  section. 

Direct  mailing  is  another  popular  method  of  raising  funds. 
Again,  mailings  may  be  prepared  by  the  charity  itself  or  by  a 
professional  consultant  hired  by  the  charity.   Donors  are 
generally  asked  to  mail  their  donations  to  the  charity.   In 
this  situation,  the  donor  has  fewer  opportunities  to  ask 
questions,  but  may  have  more  information  in  the  written 
materials.   Donors  who  would  like  to  find  out  more  about  the 
charity  before  they  make  a  contribution  should  not  hesitate  to 
contact  the  charity  and  ask  questions. 

Many  charities  sponsor  entertainment  events,  such  as 
circuses  or  ice  shows,  as  a  method  of  raising  funds.   Often 
charities  sell  tickets  to  the  shows,  but  they  may  also  use  the 
events  to  ask  for  regular  donations,  separate  from  the  ticket 
sales.   Obviously,  in  either  case,  a  portion  of  the  ticket 
price  or  donation  will  be  used  to  pay  for  the  production  of  the 
event.   Before  purchasing  a  ticket  or  making  a  contribution, 
the  donor  should  find  out  what  percentage  is  used  to  produce 
the  event  and  what  percentage  will  be  retained  by  the  charity. 
Generally,  the  charity  only  receives  a  small  percentage  of  the 
money  raised  in  the  event  fundraising  context. 

Other  methods  of  raising  funds  include  door-to-door 
solicitations,  raffles,  and  Las  Vegas  nights.   Many  cities  and 
towns  require  door-to-door  solicitors  to  be  registered  with  the 
local  police,  and  donors  should  check  with  their  police 
department  to  make  sure  that  charities  and  their  solicitors 
have  registered  where  required.   Organizations  which  hold 
raffles  or  Las  Vegas  nights  must  first  have  a  permit  from  the 
city  or  town  in  which  the  event  is  to  be  held. 

Canisters,  honor  boxes  and  vending  machines  are  most 
frequently  seen  in  local  variety  stores,  restaurants,  or 
grocery  stores.   Canisters  usually  bear  a  label  which  names  the 
beneficiary  and  asks  you  to  give  to  their  cause.   Honor  boxes 


and  vending  machines,  while  similar  to  canisters,  also  offer  a 
small  candy  item,  such  as  a  gum  ball  or  lollipop,  in  exchange 
for  a  donation.   Many  people  erroneously  assume  that  the 
canisters,  boxes  and  vending  machines  are  placed  by  the 
charities  themselves,  and  that  the  money  received  belongs  to 
the  charities.   On  the  contrary,  these  containers  are  generally 
manufactured  by  a  for-profit  enterprise  unconnected  with  a 
charity,  and  sold  to  individuals  who  place  and  maintain  them. 
Most  of  the  money  is  kept  by  the  person  who  owns  the  container, 
with  the  charity  receiving  only  a  small  monthly  amount, 
typically  between  fifty  cents  and  two  dollars  per  container. 
While  the  amount  of  money  a  person  may  place  in  a  canister  or 
honor  box  may  be  small,  the  total  amount  of  money  raised  is 
significant.   For  example,  one  well  known  national  charity  has 
received  at  least  2  million  dollars  from  such  an  arrangement. 

C.   Informed  Giving 

If  you  want  to  make  sure  your  charitable  contribution  is 
used  for  the  purposes  you  intended,  be  informed  and  find  out  as 
much  as  possible  about  the  solicitor  and  the  charitable 
organization.   The  following  list  of  questions  is  designed  to 
help  you  make  a  more  informed  decision. 

1.  Who  is  the  solicitor?  Where  the  solicitation  is  made 
by  an  individual,  ask  for  the  person's  name  and  his  or  her 
relationship  to  the  charity.   Specifically,  ask  if  the  caller 
is  a  professional  fundraiser.   If  a  professional  fundraiser  is 
involved,  ask  for  the  name  of  the  fundraising  organization. 

2.  Who  is  the  charitable  organization  which  is  benefitting 
from  your  donation?  Write  down  the  address  and  telephone 
number  of  the  charity,  and,  if  you  have  any  doubts  about  the 
legitimacy  of  the  charity,  call  the  charity  directly.   Also,  be 
aware  that  some  smaller  charities  use  names  very  similar  to  the 
larger,  more  well  known  charities.   Know  to  whom  you  are  giving! 

3.  How  will  the  donations  be  used?   Inquire  about  the 
types  of  services  provided  by  the  charity,  and  the  geographic 
area  in  which  the  charity  operates.   Many  charities  solicit 
nationwide,  but  do  not  necessarily  provide  services  in  your 
local  area. 

4.  How  much  of  the  contribution  is  actually  used  for 
charitable  purposes?   If  a  professional  solicitor  is  conducting 
the  fundraising  campaign,  ask  what  percentage  of  your  donation 
will  be  kept  by  the  solicitor,  and  what  percentage  the  charity 
will  receive.   Note,  however,  that  under  the  terms  of  some 
solicitation  contracts,  the  solicitor  turns  over  100%  of  the 
money  raised  and  the  charity  then  pays  the  solicitor  his  fee, 
plus  an  array  of  expenses  associated  with  the  fundraising 
campaign.   Thus,  the  telephone  solicitor  can  technically  reply 
that  100%  of  the  funds  raised  goes  to  the  charity  without 


revealing  the  percentage  remaining  for  charitable  purposes 
after  the  fundraising  expenses  have  been  paid.   Therefore,  you 
should  ask  how  much  the  charity  will  receive  after  all  expenses 
have  been  deducted.   Even  if  the  charity  does  not  use  a 
professional  solicitor,  ask  how  the  charity  uses  the  funds  it 
receives — what  amount  goes  to  services,  administrative  costs, 
and  fundraising. 

5.  Does  the  caller  have  any  written  information  about  the 
charity?   Written  material  is  always  helpful.   Annual  reports 
will  show  the  donor  how  the  organization  allocates  its  money: 
how  much  for  fundraising,  how  much  for  administration,  and  for 
program  services.   Brochures  are  not  as  helpful,  but  will  at 
least  give  the  donor  a  good  idea  of  what  types  of  services  the 
organization  provides. 

6.  Are  the  charity  and  the  professional  fundraiser,  if 
there  is  one,  registered  with  the  Commonwealth?   Call  the 
Attorney  General's  Office,  Division  of  Public  Charities,  to 
make  sure  that  the  charity  and  the  professional  fundraiser  are 
registered  and  that  their  financial  records  are  up  to  date. 

Do  not  be  afraid  to  ask  the  caller  and  the  charity  a  lot  of 
questions.   Legitimate  charities  will  welcome  your  questions 
and  do  their  best  to  provide  accurate  answers.   If  you  think 
you  want  to  make  a  donation,  keep  the  following  points  in  mind. 

1.  Always  make  a  donation  by  check.   Do  not  give  your 
credit  card  number  unless  you  are  very  sure  of  the  charity  and 
the  caller.   Make  the  check  directly  payable  to  the  charity, 
not  to  an  individual  or  the  fundraising  organization.   That  way 
you  will  be  sure  the  charity  is  the  recipient  of  the  donation. 
Also,  keep  accurate  records  of  your  charitable  donations  so 
that  you  will  have  an  easier  time  determining  the  amount  you 
gave  if  the  charity  asks  you  for  a  donation  again  next  year. 

2.  Never  allow  yourself  to  feel  pressured  to  make  a 
donation.   If  you  want  some  time  to  look  into  the  charity 
before  making  the  donation,  do  not  allow  the  solicitor  to 
pressure  you  to  make  a  donation  before  you  are  ready. 

3.  If  a  solicitor  leaves  you  with  an  uneasy  feeling,  do 
not  hesitate  to  call  the  charity  to  verify  what  you  were  told, 
and  call  the  Attorney  General's  office  or  the  Better  Business 
Bureau . 

Donors  should  take  special  care  when  solicited  by  a  police 
or  firefighter  organization.   Individuals  and  small  businesses 
are  frequently  solicited  for  funds  to  support  police  and 
firefighter  organizations.   In  exchange  for  a  contribution,  the 
donor  may  receive  tickets  to  a  show  or  an  advertisement  in  a 
publication.   Donors  should  realize  that  it  is  generally  not 


the  police  or  fire  department  who  will  benefit  from  the 
donation,  but  rather  the  police  or  firefighter  organization, 
such  as  a  union  or  other  fraternal  membership  group.   These 
groups  sometimes  use  professional  fundraisers,  and  donors 
should  find  out  whether  they  are  speaking  with  a  member  of  the 
organization  or  its  paid  fundraiser.   Also,  the  funds  collected 
may  be  used  for  a  variety  of  purposes.   Some  groups  are  very 
active  in  their  communities,  and  use  the  funds  for  anti-drug 
programs  or  scholarships.   Others  use  the  funds  for  union 
purposes  only,  such  as  legal  expenses  incurred  in  union 
bargaining.   Therefore,  donors  should  make  sure  that  they 
understand  how  their  contribution  will  be  used.   Above  all, 
donors  should  not  feel  threatened  or  intimidated  by  the 
solicitation,  or  pressured  to  make  a  donation. 

D.   Sources  of  Information 

There  are  a  variety  of  places  to  get  additional  information 
about  charities  and  professional  fundraisers.   The  Office  of 
the  Attorney  General  has  more  than  31,000  charities  registered 
with  its  Division  of  Public  Charities.   While  registration  does 
not  imply  that  any  particular  charity  has  the  endorsement  of 
the  Attorney  General  or  the  Commonwealth  of  Massachusetts,  it 
does  indicate  that  the  charity  files  annual  financial  reports 
with  the  Division. 

These  financial  reports  contain  information  on  income  and 
expenses,  including  program  and  fundraising  expenses,  and  also 
list  the  types  of  solicitation  a  charity  and  its  professional 
fundraiser,  if  any,  use.   The  reports  are  available  for  public 
inspection  during  regular  business  hours  at  the  Attorney 
General's  Division  of  Public  Charities,  located  at  Room  1413, 
One  Ashburton  Place,  Boston,  Massachusetts,  02108.   You  can 
call  the  Division  at  (617)  727-2200  to  find  out  if  a  charity  is 
registered  before  coming  in  to  look  at  the  file.   Registration 
information  is  also  available  at  the  Attorney  General's  Western 
Massachusetts  office  in  Springfield  (413-784-1240) . 

If  you  would  like  to  receive  information  about  a  charity, 
but  are  unable  to  come  to  Boston  in  person  to  look  at  the 
organization's  file,  you  can  submit  a  written  request  for 
information  from  the  file  of  a  specific  charity.   Specify  the 
information  you  would  like  in  a  letter  to  the  Division  of 
Public  Charities.   The  cost  is  twenty  cents  per  page,  and  the 
copies  will  be  sent  to  you  with  a  bill. 

If  you  want  more  information  about  a  local  charity, 
consider  calling  your  local  Better  Business  Bureau  as  well  as 
the  Attorney  General's  office.   In  addition,  your  local  police 
may  have  information  on  charities  or  fundraisers  required  to 
register  with  the  police  department  before  soliciting,  or  your 
police  department  may  have  received  information  or  complaints 
about  the  solicitation  from  other  individuals  in  your  area. 
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If  you  want  more  information  about  a  national  charity, 
contact  The  Council  of  Better  Business  Bureaus'  Philanthropic 
Advisory  Service  at  4200  Wilson  Boulevard,  Arlington,  Virginia, 
22203-1804  (703-276-0100)  or  The  National  Charities  Information 
Bureau  at  19  Union  Square  West,  6th  Floor,  New  York,  New  York, 
10003  (212-929-6300) . 

Like  charities,  professional  fundraisers  are  also  required 
to  register  with  the  Attorney  General's  Office.   There  are 
three  types  of  professional  fundraisers  defined  by  law: 
fundraising  counsel,  professional  solicitors,  and  commercial 
co-venturers . 

*  Fundraising  counsel  advise  charities  on  how  to 
raise  funds,  but  do  not  conduct  any  of  the  actual 
fundraising. 

*  Professional  solicitors  devise  a  fundraising 
campaign,  and  then  conduct  the  actual 
solicitation. 

*  Commercial  co-venturers  are  for-profit  businesses 
who  join  with  the  charity  in  sponsoring  an  event 
or  in  promoting  the  sale  of  a  product,  with  the 
proceeds  from  the  event  or  sale  divided  between 
the  charity  and  the  businesses. 

All  professional  fundraisers  who  have  contracts  with 
charities  which  solicit  in  Massachusetts  are  required  to 
register  with  the  Attorney  General's  office  and  must  submit 
copies  of  their  contracts  as  part  of  registration. 
Professional  solicitors  and  commercial  co-venturers  are 
required  to  file,  in  addition,  a  $10,000  bond,  an  addendum  to  • 
registration  describing  their  relationship  with  the  charity, 
and  a  year-end  financial  accounting  of  the  proceeds  actually 
raised  through  the  solicitation. 

As  with  charities,  all  of  the  registration  materials  which 
professional  fundraisers  file  with  the  Division  of  Public 
Charities  are  public  record  and  are  available  for  public 
inspection.   To  obtain  information  about  fundraisers  from  the 
Office  of  the  Attorney  General,  use  the  same  procedures  as  for 
charities. 

Conclusion 

Individuals  must  use  their  own  judgment  and  make  their  own 
decisions  about  charitable  giving.   Only  the  donor  knows  what 
factors  are  important  to  him  or  her.   Donors  should  always  make 
sure  they  know,  however,  how  their  donations  are  used  and  how 
much  of  their  donations  is  used  for  charitable  purposes.   This 


kind  of  informed  giving  is  particularly  important  during  lean 
economic  times  when  many  donors  are  finding  that  they  have 
fewer  charitable  dollars  to  give.   Donors  who  are  informed  get 
more  beneficial  impact  out  of  their  charitable  dollars. 

E.   Survey  of  Solicitation  Campaigns 

The  Division  of  Public  Charities  has  surveyed  the  financial 
reports  of  158  fundraising  campaigns  conducted  in  1992  in 
Massachusetts  to  determine  what  percentage  of  the  funds  raised 
by  professional  solicitors  is  actually  available  for  charitable 
purposes  after  the  expenses  of  the  solicitation. 

Many  people  may  be  surprised  to  learn  the  percentage  of 
their  donation  which  is  kept  by  the  professional  fundraiser. 
The  records  of  the  Division  of  Public  Charities  include 
financial  reports  where  up  to  100%  of  the  gross  income  from  a 
solicitation  went  to  the  professional  solicitor  with  nothing 
left  for  the  charity.   While  the  charity  is  very  aware  of  the 
percentage  being  charged  by  the  professional  fundraiser  because 
it  signed  a  contract,  donors  may  not  be  so  well  informed  and 
may  believe  that  a  high  percentage  of  their  donations  are  going 
to  the  charitable  purpose  which  led  them  to  donate.   If  a  high 
percentage  of  their  contributions  go  to  the  fundraiser,  the 
donors'  expectations  are,  unfortunately,  left  unfulfilled. 

Why  would  a  charitable  organization  use  a  professional 
solicitor?   Some  do  so  because  this  arrangement  involves  little 
or  no  work  for  the  charity.   Also,  professional  fundraisers 
often  provide  more  than  fundraising  services  to  the  charity. 
The  solicitation  may  also  be  used  as  a  means  of  educating  the 
public  about  the  charitable  cause  and  of  gaining  name 
recognition  for  the  charity.   Less  well  known  charities  do  not 
have  the  extensive  previous  donor  lists  that  larger  charities 
have.   Since  people  are  more  likely  to  give  to  a  group  they 
know  well,  less  well  known  charities  have  to  contact  more 
people  in  order  to  gross  the  same  amount  that  a  larger  charity 
could  accomplish  with  fewer  costs. 

Finally,  raising  money  costs  money.   The  percentage  of 
money  raised  which  is  kept  by  the  solicitor  often  covers  most 
expenses  associated  with  the  campaign — phone  bills,  printing, 
mailing,  salaries,  office  rental,  and  so  on.   For  organizations 
who  have  little  capital,  this  feature  can  be  attractive  even  if 
it  means  that  they  will  get  only  a  small  share  of  the  total 
money  raised.   If  the  solicitation  involves  the  sale  of  a 
product,  or  the  production  of  an  event  or  advertising  book,  the 
cost  of  the  product,  event  ticket,  or  advertising  book  is 
included  in  the  percentage  going  to  the  professional 
solicitor.   And,  of  course,  the  donor  individually  receives  the 
item  in  addition  to  the  charitable  effect  of  his  contribution. 
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The  information  in  the  following  survey  is  organized  into 
tables,  each  table  consisting  of  five  columns.  In  Table  I,  the 
financial  reports  of  the  158  charitable  campaigns  are  divided 
into  two  categories.  Table  IA  contains  those  campaigns  which 
solicited  donations  only.  Table  IB  is  comprised  of  campaigns 
which  involved  the  purchase  of  an  event  ticket,  product, 
advertising,  or  other  "premium." 

In  Table  IA  and  IB,  the  first  column  lists  the  charities 
alphabetically,  and  the  second  lists  the  solicitor  retained  by 
the  charity  to  raise  funds  on  its  behalf.   The  third  column 
states  the  total  amount  of  money  raised  during  the  solicitation 
campaign.   Column  four  sets  forth  the  amount  the  charity 
received  of  the  total  amount  raised,  after  all  fundraising 
expenses  incurred  by  the  charity  and  costs  of  items,  if  any, 
received  by  the  donor  have  been  subtracted,  and  column  five 
presents  that  amount  as  a  percentage  of  the  total  amount  raised 

In  Table  II,  the  same  information  is  presented  for  the  158 
campaigns,  but  organized  by  solicitor. 
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SCOTT  HARSHBARGER 

ATTORNEY  GENERAL 


One,  iV&JtLtj</osv  &/ace„ 
SSqa/qjv,  <J£s$    02408-4698 


(617)  727-2200 

JULY,     1992 


GUIDE  TO  THE  REGISTRATION  AND  FILING  REQUIREMENTS 
OF  THE  DIVISION  OF  PUBLIC  CHARITIES 

Under  Massachusetts  law,  all  public  charities  engaging  in 
charitable  work  or  fund-raising  in  this  Commonwealth  must 
register  and  file  annual  financial  statements  with  the  Division 
of  Public  Charities,  Office  of  the  Attorney  General  (Room  1413 
One  Ashburton  Place,  Boston,  MA   02108,  Telephone  617-727-2200) 

Registration 

To  register,  the  charity  submits  to  the  Division  a  copy  of 
its  charter,  articles  of  organization,  agreement  of 
association,  or  instrument  of  trust,  along  with  a  copy  of  its 
by-laws.   Any  amendments  to  these  materials  must  also  be  filed 
with  the  Division  within  30  days  of  adoption.   (M.G.L.  c.12 
§8E) .  ' 

Once  the  Division  has  received  a  public  charity's  articles 
of  organization  or  similar  instrument,  and  its  by-laws,  we 
assign  the  charity  an  Attorney  General's  account  number  and 
enter  it  onto  our  list  of  registered  charitable  organizations. 
In  addition,  we  place  the  registered  charity  on  a  computerized 
mailing  list  so  that  it  will  receive  a  blank  Form  PC  financial 
statement  each  year. 

NOTE:  If  a  charity  incorporates  in  Massachusetts  under 
chapter  180,  its  articles  of  organization  are  automatically 
sent  to  the  Division  by  the  Office  of  the  Secretary  of  State. 

NOTE:   Organizations  which  are  primarily  religious  in 
purpose  are  exempt  from  the  registration  and  filing 
requirements  of  the  Division. 


Filing  Annual  Financial  Statements 

M.G.L.  c.12,  §8F,  requires  that  all  registered  public 
charities  file  with  the  Division  an  annual  financial  report, 
the  Form  PC.   Such  reports  are  due  in  the  Division,  within  4 
1/2  months  after  the  conclusion  of  a  charity's  fiscal  year 
along  with  the  filing  fee  of: 

a.)  $25.00  for  charity  fiscal  years  ending  June 
30,  1992  and  before. 

b.)  for  charity  fiscal  years  ending  July  1,  1992 
and  thereafter: 

Fee       Gross  Support  &  Revenue 

(i.)  $35       $0  to  $100,00 

(ii.)  $70       More  than  $100,00  and 

not  more  than  $250,000 

(iii.)         $125      More  than  $250,000  but 

not  more  than  $500,000 

(iv.)  $250      More  than  $500,000 

NOTE:   It  is  essential  that  the  charity  answer  all 
questions  and  supply  all  additional  materials  requested  on  the 
Form  PC.   Items  which  do  not  apply  to  the  charity  may  simply  be 
answered  "N/A" . 

NOTE:   A  charity  should  write  its  Attorney  General's 
Account  Number  on  all  filings  and  correspondence,  including 
checks,  sent  to  the  Division.   All  checks  should  be  made 
payable  to  the  Commonwealth  of  Massachusetts. 

Audits 

If  a  registered  charity  receives  more  than  $100,000.00  in 
total  gross  revenue  during  a  given  fiscal  year,  it  must  submit 
to  the  Division  a  complete  audited  financial  statement  for  that 
year  along  with  its  Form  PC.   This  audited  financial  statement 
must  be  prepared  in  accordance  with  generally  accepted 
accounting  principles  and  reporting  practices  as  prescribed  by 
the  American  Institute  of  Certified  Public  Accountants,  and 
must  also  be  examined  by  an  independent  public  accountant  or 
certified  public  accountant  in  accordance  with  generally 
accepted  auditing  standards  for  the  purpose  of  expressing  an 
opinion  thereon.   M.G.L.  c.12,  §8F. 


-2- 


NOTE:   Effective  for  fiscal  years  ending  October  31,  1989 
and  thereafter,  a  charity  whose  gross  revenue  does  not  exceed 
$250,000  may,  in  lieu  of  an  audit,  submit  a  financial  statement 
accompanied  by  a  CPA's  or  public  accountant's  review  report. 

NOTE:   For  the  purpose  of  the  audit  requirement,  gross 
revenue  does  not  include: 

1.  gains  or  losses  from  the  sale  of  a  capital  asset  (M.G.L. 
c.12,  §8F) ; 

2.  the  value  of  donated  land  to  a  land  conservation  trust 
(940  CMR  1:02  (3) (a) ) ; 

3.  the  value  of  an  unusual,  large,  nonrecurring  donation  of 
tangible  personal  or  real  property  to  a  public  charity 
provided  that  such  property  is  used  in  conducting  the 
organization's  charitable  programs  (940  CMR  1:02  (3)(b)). 

NOTE:   The  following  public  charities  are  exempt  from  the 
audit  requirement  (94  0  CMR  1:02  (2)): 

1.  a  private  foundation,  as  defined  by  IRS  Code  s.509  (a), 
which  files  Federal  Forms  990  PF  and  990AR  with  its  Forms 
PC; 

2 .  a  trust  which  files  its  annual  probate  account  with  its 
Form  PC; 

3 .  a  trust  or  other  fund  which  prepares  an  annual  probate 
account  in  the  form  prescribed  by  G.L.  2  06,  §2,  the  trustee 
of  which  is  subject  to  audit  by  the  Comptroller  of  the 
Currency,  Federal  Deposit  Insurance  Corporation,  or 
Commonwealth  of  Masssachusetts  Commissioner  of  Banks,  and 
the  funds  of  which  are  audited  by  the  independent  CPA  of 
the  institution  holding  the  funds. 

Solicitation 

Prior  to  soliciting  contributions  in  Massachusetts  or 
having  such  contributions  solicited  on  its  behalf,  a  charitable 
organization  must  obtain  a  valid  Certificate  of  Solicitation 
from  the  Division.   The  Certificate  of  Solicitation  presently 
consists  of  a  yellow  copy  of  the  front  page  of  the  charity's 
Form  PC.   It  must  be  renewed  on  a  yearly  basis.   G.L.  c.68,  §19, 

l)If  a  charity  is  already  registered  with  the 
Division,  and  its  fiscal  year  ends  June  30,  1992  or 
before,  complete  Schedule  A  of  the  Form  PC  and  submit 
it  to  the  Division  along  with  your  annual  report.   The 
Schedule  A  must  be  accompanied  by  a  $10.00  Certificate 
fee,  in  addition  to  the  yearly  filing  fee  of  $25.00. 
Both  fees  may  be  covered  by  one  check  for  $35.00. 
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2)  If  your  organization's  fiscal  year  ends  July  1, 
1992  and  thereafter,  complete  Schedule  A  of  the  Form 
PC  and  submit  it  to  the  Division  along  with  your 
annual  report  and  appropriate  filing  fee  (see  Question 
No.  2  for  list  of  fees) .  No  fee  in  addition  to  the  one 
listed  in  Question  No.  2  is  required. 

If  the  charity  wishes  to  begin  soliciting  prior  to  the  due 
date  of  its  Form  PC,  it  may  submit  a  short  Form  PC,  which 
resembles  the  Schedule  A,  and  a  $50.00  check  to  the  Division  as 
application  for  a  Certificate.   The  short  Form  PC  is  available 
from  the  Division. 

Pursuant  to  M.G.L.  c.68,   22,  a  charity  required  to  have  a 
Certificate  cannot  begin  soliciting  funds  or  having  funds 
solicited  on  its  behalf  until  all  contracts  with  professional 
fund-raising  counsel,  commercial  co-venturers,  or  professional 
solicitors  have  been  filed  with  the  Division. 

Professional  solicitors,  commercial  co-venturers,  and 
professional  fund-raising  counsel  are  also  required  to  register 
annually  with  the  Division,  as  required  by  M.G.L.  c.68,  §§22 
and  24. 

Section  23  of  chapter  68  further  establishes  certain 
disclosures  which  professional  solicitors,  commercial 
co-venturers,  and  professional  fund-raising  counsel  must  make 
in  the  course  of  their  charitable  solicitations. 

NOTE:   M.G.L.  c.68,  §18,  defines  commercial  co-venturer, 
professional  fund-raising  counsel,  professional  solicitor,  and 
solicitation. 

NOTE:   The  following  two  categories  of  charitable 
organizations  are  not  required  to  have  a  Certificate  of 
Solicitation: 


or 


1.  an  organization  which  is  primarily  religious  in  purpose; 

2.  an  organization  which  does  not  raise  or  receive 
contributions  from  the  public  in  excess  of  $5,000.00  during 
a  calendar  year  or  does  not  receive  contributions  from  more 
than  ten  persons  during  a  calendar  year,  .if  all  of  their 
functions,  including  fund-raising  activities,  are  performed 
by  persons  who  are  not  paid  for  their  services  and  if  no 
part  of  their  assets  or  income  inures  to  the  benefit  of,  or 
is  paid  to,  any  officer  or  members  (M.G.L.  c.68,  §20). 
[However,  such  an  organization  must  register  and  apply  for 
a  Certificate  of  Solicitation  within  30  days  after 
contributions  received  from  the  public  during  a  given  year 
have  exceeded  $5,000.00.] 
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NOTE:   Certain  organizations,  such  as  unions,  which  are  not 
normally  considered  public  charities  are  required  to  account  to 
the  Division  for  funds  raised  from  the  Massachusetts  public  as 
a  result  of  a  charitable  appeal,  as  defined  by  M.G.L.  c.68, 
§18,  and  to  obtain  a  Certificate  of  Solicitation  from  the 
Division  prior  to  using  any  such  charitable  appeal  in  its 
fund-raising  efforts.   Such  an  organization  should  maintain  a 
separate  account  for  funds  raised  for  charitable  purposes  and 
report  to  the  Division  on  the  organizational  and  financial 
activities  pertaining  to  that  account  only.   Reporting  to  the 
Division  entails  filing  the  Form  PC,  including  application  for 
a  Certificate,  on  an  annual  basis,  as  required  of  other 
charitable  organizations.   Even  if  such  an  organization  ceases 
its  charitable  solicitations,  it  must  continue  to  submit  its 
complete  Forms  PC  to  the  Division  on  a  yearly  basis  until  the 
charitable  funds  are  expended. 

NOTE:   The  issuance  of  a  Certificate  of  Solicitation  to  a 
charity  by  the  Division  of  Public  Charities  does  not  in  any  way 
constitute  endorsement  or  approval  of  that  charity  by  the 
Division. 

Dissolution: 

A  Massachusetts  charitable  corporation  must  follow  a 
dissolution  procedure  involving  the  Division  of  Public 
Charities  and  the  Supreme  Judicial  Court  before  it  can  legally 
cease  to  exist.   Charitable  corporations  seeking  to  dissolve 
should  contact  the  Division  and  request  to  be  sent  the 
Division's  packet  containing  information  and  model  pleadings 
explaining  the  dissolution  process. 

Basically,  M.G.L.  c.180,  §11A,  requires  that  a  corporation 
must  file  its  petition  for  dissolution  with  the  Supreme 
Judicial  Court,  setting  forth  the  grounds  of  the  application 
for  dissolution  and  requesting  that  the  court  authorize  the 
administration  of  its  remaining  assets  by  other  charitable 
organizations  for  similar  public  charitable  purposes.   The 
Attorney  General  is  the  defendant  in  the  proceeding.   The 
charity's  petition  should  be  submitted  to  the  Division  for  its 
review  prior  to  filing  with  the  SJC.   If  everything  is  in  order 
and  all  legal  requirements  are  met,  the  Attorney  General 
commonly  indicates  his  agreement  with  the  petition  in  the  form 
of  an  "assent",  which  the  charity  can  file  in  court  with  the 
petition. 


-5- 


NOTE:   From  time  to  time,  the  Secretary  of  State  may  notify 
a  charitable  corporation  that  that  office  has  revoked  the 
corporation's  charter  for  failure  to  file  annual  reports.   This 
procedure  does  not  replace  the  charity's  legal  obligation  to 
undergo  the  required  dissolution  proceedings  involving  the 
Attorney  General  and  the  SJC. 
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SCOTT  HARSHBARGER 
ATTORNEY  GENERAL 

(617)  727-2200 
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January  1993 
QUESTIONS  AND  ANSWERS  ON  NONPROFIT  GAMING  EVENTS 

Who  can  hold  a  raffle  or  other  gaming  event.? 

Only  certain  kinds  of  non-profit  organizations.   This  is  an 
exception  to  the  general  law  prohibiting  gambling  in  the 
Commonwealth . 

An  individual  may  not  raffle  private  property  for  personal 
gain.   A  nonprofit  organization  may  purchase  property  from  a 
third  party  and  then  conduct  its  own  raffle  using  the  property 
as  a  prize.   In  these  circumstances  the  organization  is 
responsible  for  ensuring  that  the  raffle  is  a  bona  fide 
fundraising  event. 

What  kind  of  activities  are  regulated? 

A  raffle,  in  which  a  chance  to  win  is  sold  to  participants, 
and  the  winner  or  winners  are  selected  from  the  chances 
actually  sold,  is  regulated  by  law.   Whenever  money  is  charged 
for  the  ticket  or  chance,  the  raffle  can  be  legally  operated 
only  by  a  nonprofit  organization.   The  funds  received  must  be 
used  only  for  the  purposes  specified  in  the  law.   If  no  money 
is  charged,  anyone  can  legally  operate  a  raffle,  and  businesses 
often  do  so  for  promotional  purposes.   Consumer  protection  laws 
apply  to  all  raffles. 

Casino  or  Las  Vegas  nights,  offering  the  opportunity  to 
play  games  of  chance,  also  are  regulated  and  can  be  legally 
operated  only  by  a  nonprofit  organization.   The  funds  raised 
must  be  used  for  specified  purposes. 

Beano  fbingo)  games  are  regulated  under  the  law  by  the 
Lottery  Commission.   For  information  call  849-5555. 

The  operation  of  a  lottery  by  anyone  other  than  the  State 
Lottery  Commission  is  illegal.   A  lottery  is  a  game  in  which 
chances  to  win  are  sold  but  it  is  possible  that  no  one  will  win 
(because  the  number  drawn  is  not  one  which  was  sold) . 


What  kinds  of  nonprofit  organizations  can  hold  raffles  or 
sponsor  Las  Vegas  nights? 

A  nonprofit  organization  which  has  been  in  existence  in 
Massachusetts  for  not  less  than  two  years  and  which  is  one  of 
the  following  kinds: 

(a)  veterans'  organizations; 

(b)  churches  or  religious  organizations; 

(c)  fraternal  or  fraternal  benefit  societies,  such  as 
unions,  Elks  Clubs,  etc.; 

(d)  educational  or  charitable  organizations; 

(e)  civic  or  service  clubs  or  organizations,  such  as 
the  Jaycees;  and 

(f)  clubs  or  organizations  organized  for  pleasure, 
recreation,  or  other  nonprofit  purposes,  such  as 
a  garden  club  or  a  Softball  team. 

The  organization  does  not  need  to  be  incorporated. 

Can  a  municipal  or  governmental  organization,  such  as  a  public 
school  or  conservation  commission,  hold  a  raffle  or  sponsor  a 
Las  Vegas  night? 

No.   These  organizations  do  not  fit  within  any  of  the 
authorized  categories. 

What  is  the  law  about  the  use  of  the  funds  raised? 

The  funds  raised  must  be  used  for  educational,  charitable, 
religious,  fraternal  or  civic  purposes  or  for  veterans' 
benefits. 


Are  there  rules  about  raffles? 

Yes.   They  apply  if  the  value  of  the  prize  or  prizes 
exceeds  $10,000  or  the  cost  of  a  ticket  is  more  than  $10.00. 
If  you  need  a  copy  of  the  rules,  call  727-2200,  ext.  2101,  and 
ask  for  a  copy  of  the  Attorney  General's  Regulations  Governing 
Raffles.   You  might  find  them  to  be  a  helpful  guide  even  if  you 
are  running  a  smaller  raffle.   Also  ask  for  a  copy  of  the  law: 
Chapter  271,  section  7A,  "Conduct  of  Raffles  and  Bazaars." 
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Are  there  rules  about  how  a  Las  Vegas  night  event  should  be 
operated? 

Yes.   They  are  set  out  in  the  Attorney  General's 
Regulations  Governing  Bazaars  ("bazaar"  is  the  word  used  in  the 
statute  to  describe  Las  Vegas  or  casino  nights) .   These  rules 
cover  all  events  except  those  held  at  a  facility  which  is 
licensed  for  beano;  the  rules  for  these  events  are  issued  by 
the  Lottery  Commission. 

One  of  the  most  important  rules  for  a  Las  Vegas  night  event 
is  that  all  the  operators  of  the  games  must  be  bona  fide 
members  of  the  sponsoring  organization  and  the  function  must  be 
supervised  by  a  bona  fide  member.   If  your  organization  plans 
to  sponsor  a  Las  Vegas  night  event,  you  should  call  727-2200, 
ext.  2101,  and  ask  to  be  sent  a  copy  of  the  Attorney  General's 
Regulations  Governing  Bazaars.   Also  ask  for  a  copy  of  the 
law:   Chapter  271,  section  7A,  "Conduct  of  Raffles  and  Bazaars. 

Is  a  permit  needed?   If  so.  how  is  it  obtained? 

A  permit  is  necessary  for  both  a  raffle  and  a  Las  Vegas 
night  event.   Permits  are  issued  by  the  clerk  of  the 
municipality  in  which  the  winning  raffle  number  is  going  to  be 
drawn  or  the  event  is  going  to  be  held. 

The  clerk  will  notify  the  Lottery  Commission  that  a  permit 
has  been  issued  and  the  Commission  will  send  you  the  necessary 
tax  return  forms.   The  clerk  will  provide  you  with  the  form 
needed  to  file  a  report  with  the  clerk's  office. 


Who  can  sell  raffle  tickets? 

Only  the  qualified  members  of  the  sponsoring  organization 
They  cannot  be  paid  for  their  time  or  efforts. 

Who  can  operate  the  games  at  a  Las  Vegas  night? 

Again,  only  the  qualified  members  of  the  sponsoring 
organization.   They  cannot  be  paid  for  their  time  or  efforts. 
Employees  of  the  company  furnishing  the  equipment  or  supplies 
for  the  event  are  prohibited  from  operating  any  of  the  games 
themselves. 


n 


-3- 


Hov  many  raffles  may  be  held  during  a  year? 

There  is  no  limit.   The  permit  from  the  municipality  is 
good  for  one  year  from  the  date  it  is  issued. 

How  manv  Las  Vegas  nights  may  be  held  during  a  year? 

No  more  than  three  during  any  calendar  year.   The  event  can 
last  no  more  than  five  consecutive  hours,  and  there  cannot  be 
more  than  one  event  during  any  single  day. 
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The  Board  of  Directors 


•  Governance 


•  Protect  the 
Public  Interest 


Formal 
Responsibilities 


oversight  (require/review 

information) 

evaluate  (make  judgments 

about  information  received) 

inform  the  public 

and  other  stakeholders 


•  Ensure  the  Organization 
Achieves  Its  Purpose 


Formal 
Responsibilities 


•  hire/evaluate  remove  CEO 

•  delegate  management 
to  CEO 

•  review  and  approve  plans 
and  major  organizational 
commitments 

•  ensure  the  continuity  of 
the  organization 

•  conduct  affairs  of  the  board 


planning 
fund  raising 
public  relations 
community  relations 
others  as  needed 
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